Carbon Emission Disclosure in the Proper Rating Company's Annual Financial Statements in Indonesia Stock Exchange by Nurlis, Nurlis,
Research Journal of Finance and Accounting                                                                                                                                    www.iiste.org 
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) DOI: 10.7176/RJFA 
Vol.10, No.12, 2019 
 
60 
Carbon Emission Disclosure in the Proper Rating Company's 
Annual Financial Statements in Indonesia Stock Exchange 
 
Nurlis, Nurlis 
Lecture of Accounting Department Mercu Buana University 
 
Abstract 
Annual Reporting is a media for companies that initially only report financial aspects, but now also report on 
social and environmental aspects. The shift in determining the value of this company along with the emergence 
of issues of natural and environmental damage. Environmental issues are increasing, accounting also evolves by 
giving birth to the concept of green accounting and sustainability reporting.This study aims to analyze the effect 
of PROPER, media exposure, company size, profitability and leverage on Carbon Emission Disclosure. The 
population in this study is a participant company PROPER 2014-2017. The results of this study show that 
PROPER, Media Exposure, and Profitability have a significant positive effect on Carbon Emission Disclosure, 
while company size and leverage do not have a significant effect on Carbon Emission Disclosure. 
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A. INTRODUCTION 
Global warming is a phenomenon that is endless to talk about. In general, global warming is an event caused by 
an increase in the average temperature of the atmosphere that causes climate change. The increase in temperature 
comes from increasing greenhouse gas emissions resulting from everyday human activities (Wahyuni, 2011: 4). 
One of the factors causing the increase in greenhouse gases is, among others, originating from industrial 
activities. Industrial activities that are currently developing rapidly, turned out to have a negative impact that 
caused the quality of the environment to decline. 
According to data from the world institute report contained in the website hima.pl.ppns.ac.id, Indonesia is 
in the top 10 as the largest producer of carbon gas in the world. On the page it is written that the total carbon 
produced in the world is 45.914 billion tons. Indonesia contributes carbon emissions of 2,053 billion tons. This 
fact makes Indonesia committed to reducing carbon emissions based on Presidential Regulation No. 61 of 2011 
article 4 concerning the National Action Plan for Reducing Greenhouse Gas Emissions (RAN-GRK). The first 
step in reducing carbon emissions is by disclosing carbon emissions in a sustainability report, so that companies 
can determine emissions targets that must be reduced and determine the strategy for reducing emissions. 
Disclosure of carbon emissions in Indonesia is still voluntary, so not all companies disclose information 
about disclosure of carbon emissions in their reports. This makes research on the factors that influence voluntary 
disclosure of carbon emissions interesting to study. However, research on disclosure of carbon emissions in 
companies in Indonesia is also still limited. Previous research has mentioned several factors that influence 
disclosure of carbon emissions. These factors include having a test result that is still dynamic. 
This study, using a framework based on stakeholder theory and legitimacy theory, aims to determine the 
factors that influence the broad disclosure of greenhouse gas emissions in Indonesia. This study uses content 
analysis from Choi, et al (2013) which was developed from the Carbon Disclosure Project (CDP). In this 
measurement there are 18 information regarding carbon emission disclosure which will be measured using the 
checklist index in this study. 
This study uses a sample of companies registered as PROPER participants in 2014-2017. This selection was 
carried out because PROPER participants were considered to have performed good environmental performance 
because they were monitored by the Ministry of Environment. In this study, the independent variables that 
influence the voluntary disclosure of greenhouse gas emissions by companies in Indonesia are PROPER ratings, 
media exposure, company size, profitability, and leverage 
The Corporate Performance Rating Program (PROPER) is one of the efforts of the State Ministry of 
Environment to encourage company compliance in environmental management through information instruments 
(menlh.go.ig). PROPER's rating will show that companies have more active levels of the environment and will 
indirectly have initiatives to voluntarily disclose environmental information, such as disclosing the level of 
carbon emissions in sustainable reports to inform their performance which investors and the public will 
indirectly observe.  
Media exposure is the exposure of the media as a means of communication, the media can determine 
whether or not a message is delivered to the target audience or target audience. If the company expands on social 
media activities in the media, it will indirectly motivate companies to disclose carbon emissions because these 
companies get more attention from the public because of their activity in carrying out social and environmental 
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activities. 
Company size is a large scale company and can be measured by the total assets / large assets of the 
company using the calculation of the total asset logarithm value. Large companies tend to get greater 
encouragement from stakeholders to disclose carbon emissions compared to small companies. Because large 
companies want far better quality financial reports by making carbon emissions disclosures in their reports. 
Profitability is a ratio used to determine the ability of a company to generate profits. Companies with high 
profitability will have more ability to pay HR to carry out carbon emissions. so that the higher the profitability of 
the company the greater the extent of disclosure of carbon emissions. 
Leverage is used to determine the level of debt held by the company, the higher the leverage, the more 
focused the company will be to pay off its debts rather than paying costs to pay HR to disclose carbon emission. 
 
B. FRAMEWORK OF THINKING  
In carrying out business activities, the company must have encouragement from stakeholders. In addition, the 
company's main goal is to provide prosperity to its stakeholders based on the stakeholder theory put forward by 
Friedman (1962) who said that the company's main goal is to maximize the prosperity of its owners. One way to 
provide prosperity for the company owner is to provide satisfaction with the output produced by the company, 
one of them is by presenting better quality financial reports. A more quality report is a report that has a complete 
element of elements and makes disclosures in each of its activities in this case, especially the disclosure of 
carbon emissions. 
The disclosure of carbon emissions is also based on the legitimas theory of gaining support with social 
values and norms from society. Legitimacy theory explains that in maximizing the financial strength of the 
company for the long term, social responsibility must be expressed in order to obtain legitimacy from social 
actors in the place of business. Underlying the legitimacy theory is the "social contract" that occurs between 
companies and communities where companies operate and use economic resources (Ghozali and Chariri, 2007). 
The company also operates to gain the legitimacy of the community. Companies that disclose carbon emissions 
in their reports will be observed by external parties including the community, thus the community will assume 
that the company has taken action that is aware of the importance of environmental sustainability. 
With looking rank of  PROPER it can show that the company has a more active level of the environment or 
not. Companies that have a high PROPER rating indirectly will have the initiative to voluntarily disclose 
environmental information (Ghazali, 2015). Stakeholder theory reveals that disclosure made by good 
environmental companies will be good news for stakeholders so that it can maintain corporate relations with 
stakeholders maintained. 
Strengthened by the legitimacy theory that the community will highlight companies that have a high 
PROPER rating that the company has good environmental performance. That way the company will be 
motivated to carry out carbon emissions disclosures in order to maintain the trust that has been obtained from the 
public regarding environmental activities, especially regarding the disclosure of carbon emissions. 
Companies that actively expose social and environmental activities to the media will tend to have initiatives 
to make environmental disclosures in this case, especially the disclosure of carbon emissions in their reports. 
Based on the legitimacy theory of "social contact" companies that are active in the media will get more attention 
from the public so that they have more pressure to maintain the level of trust that the company has from the 
community in overcoming environmental problems.  
Stakeholder theory also underlies this research that there will be pressure from outside parties to present 
better quality reports. Because stakeholders according to Ghazali are not only company owners but also investors 
and the public, including stakeholders. So that the community also has an important contribution in the 
assessment of higher quality reports. 
Large companies will get great pressure from the public and stakeholders have high expectations regarding 
carbon management practices. To respond to these pressures, the way that companies can take is to make 
environmental social disclosures, especially regarding carbon emissions, in order to get support from 
stakeholders and gain legitimacy from the community. Companies with large scale have greater pressure to 
create better quality sustainability reports. (Pardini, 2013) 
Based on legitimacy theory, the community always puts pressure on the company to care about 
environmental problems. Companies with high profitability are easier to respond to these pressures because 
companies are able to pay for more resources that can be used to make environmental disclosures. So that the 
report produced will be more qualified. Companies with good financial condition have the financial ability to 
make decisions related to the environment. Conversely, companies with poor financial performance focus more 
on achieving financial goals (Irwhantoko, 2017) 
Companies with high leverage will be more focused on paying off liabilities compared to voluntary 
disclosures. (Prafitri, 2016). Stakeholder theory states that one stakeholder (creditor) tends to pressure companies 
to prioritize repayment of all forms of debt rather than voluntary disclosures such as disclosure of carbon 
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emissions because it will only add to the company's financial burden. The greater the company's leverage, the 
greater the interests of creditors, making it difficult for companies with large leverage to make carbon emissions 
disclosures. 
 
Figure 1 Conseptual Model Of Research 
 
C. RESEARCH METHODS 
This study uses a quantitative causal descriptive method. This research was conducted to examine the effect of 
PROPER, Media Exposure, and Company Characteristics on Carbon Emission Disclosure. This study uses a 
linear regression test. The population in this study was a company registered as a proper participant in 2014-2017 
and listed on the Indonesia stock exchange in 2018. The total population was 216 populations. Companies that are 
used must disclose at least 1 disclosure of carbon emissions and generate profits in the year of research so that the 
total sample in this study is 105 samples.  
Table 1 
Variable Operationalization 
No Variabel Name Indicator Scale 
1 Carbon Emission Disclosure  CED  = (Ʃdi/ 18) Ratio 
2 
PROPER 
0 = not an Ordinal participant 
Ordinal 
1= Very bad / black 
2= bad / red color 
3= good / blue 
4= very good / green 
5= very good / golden color 
3 
Media Exposure 
Dummy Variabel :  
Nominal 1= disclose a little 
2 = disclose a lot  
4 Company Size SIZE = LN(Size Aset) Ratio 
5 Profitabilitas 
ROA = Net profit after Tax / Total Asset 
Ratio 
Ratio 
6 Leverage DER = Total Debt / Total Equity Ratio Ratio 
 
D. DATA ANALYS  
Based on the results of normality test data using the Kolmogorov-Smirnov test, obtained by the KS value of 
1.241 with a significant value of 0.92. It can be concluded that this study has data that are normally distributed, 
multicollinearity test also has a tolerance value> 0.10 or VIF less than 10. This means that this study does not 
have a relationship between each independent variable. Based on the results of the Rank Spearman test the Sig. 
(2-tailed) Unstandardized residual> 0.05 means that variables are free from heteroscedasticity problems. 
Autocirrelation test results have also shown that the value of durbin-waston is in the area between du and 4-du so 
that this study is also free from the problem of autocorrelation. 
To find out the truth of the regression test, the coefficient of determination (Adjust R2) is done to find out 
whether all variables have jointly significant influence on the dependent variable in the F test. Adjust R2 in this 
regression model has a value of 0.661 which means that 66% of this regression model influenced by PROPER, 
Media Exposure and company characteristics while 34% are influenced by other variables not included in this 
study. The Adjust R test results can be seen in the following table: 
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Table 2 
Determination Coefficient Test (R2) 
 
To test whether the hypothesis is accepted or not has been tested hypothetically, the results of the 
hypothesis test are 3 variables that have an influence on the Carbon Emission Disclosure and 2 variables that 
have no effect on Carbon Emission Disclosure. To find out the results of the hypothesis test are presented in the 
following table 3: 
Table 3 
T test 
 
Based on the table above, it can be seen that the Beta value of each variable is positive, meaning that the 
influential variable has a positive effect. Variables that have an influence on carbon emission disclosure are 
PROPER, Media Exposure, and Profitability, while Firm Size and Leverage have no effect on carbon emission 
disclosure. 
 
D. DISCUSSION 
1. Effect  rank of PROPER to Carbon Emission Disclosure  
Based on the results of the test it can be concluded that PROPER has a positive effect on Carbon 
Emission Disclosure, this result means that companies that have a high proper rating mean that the 
company has been active in tackling environmental problems and contributing directly to environmental 
conservation, therefore, the company will have initiatives to disclose information about the environment, 
especially carbon emissions in annual reports to inform their environmental performance which will be 
indirectly observed by external parties. These results are also supported by the legitimacy theory which 
reveals that there is a tendency for companies that have good environmental performance to conduct 
environmental disclosures. This is done so that public trust in the company is maintained and the 
community still gives full support to the company. 
This is in line with the results of the Pardini (2013) and Prafitri (2016) study which state that PROPER 
has an effect on disclosure of carbon emissions. In another study, Ghazali (2015) stated that the PROPER 
rating had an effect on disclosure of carbon emissions. The results of this study are strengthened by the 
existence of stakeholder theory which states that companies are not entities that only operate for their own 
interests, but must provide benefits to stakeholders, namely shareholders, creditors, consumers, suppliers, 
government, society, (Ghozali and Chariri, 2007: 409) . With the PROPER rating that affects disclosure of 
carbon emissions, it is expected that companies can pay more attention to environmental conditions so that 
they can be beneficial to stakeholders and the public. 
2. Effect  Media Exposure to Carbon Emission Disclosure 
Based on the results of these tests it can be concluded that Media Exposure has a positive effect on 
Carbon Emission Disclosure. The results of this study are also supported by legitimacy theory, companies 
that actively expose social and environmental activities to the media will also be active in the disclosure of 
carbon emissions. Because companies that are active in the media have more attention than the community, 
and to gain legitimacy from the community, companies are motivated to make carbon emissions 
disclosures..  
This statement is corroborated by the results of Janah's research (2014) that the media positively 
influences the disclosure of carbon emissions. Ghazali (2015) and Nurdiawansyah (2017) also stated that 
the media had a positive effect on carbon emissions disclosure.  
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3. Effect  Company Size to Carbon Emission Disclosure 
Based on the results of the test it can be concluded that the Company Size does not affect Carbon 
Emission Disclosure, this result has a meaning that the existence of the size of the company proxied with 
LN total assets, does not affect to report information about the environment, especially carbon emissions in 
the annual report. Because large and small companies have the same pressure to make better quality 
sustainability reports. One of the more quality sustainability reports is more complete with environmental 
disclosures, especially regarding carbon emissions. 
 Thus, these results are not in line with the Pardini (2013) study, the results of testing the size of the 
company have a significant effect on carbon emissions disclosure. Jannah (2014) also states that the size of 
the company influences the disclosure of carbon emissions. Ghazali (2015) the size of the company  has a 
significant positive influence on carbon emissions disclosure.  
4. Effect  Profitabilitas to Carbon Emission Disclosure 
Based on the results of the test it can be concluded that Profitability has a positive effect on Carbon 
Emission Disclosure, this result means that companies with good financial conditions (high profitability) 
are able to pay for additional human or financial resources needed for voluntary reporting and disclosure of 
carbon emissions. The higher the level of profitability, the more the company will be able to voluntarily 
disclose carbon emissions.  
This result is in line with the results of previous research by Cahya (2016), Irwhantoko (2017), and 
Hermawan (2018) stating that profitability affects carbon disclosure. The results of this study are also 
supported by stakeholder theory. Gray, et al. (1997) said that the survival of a company depends on 
stakeholder support and that support must be sought so that the company's activities are to seek that support. 
The government and the wider community will demand that companies with high profitability make 
voluntary disclosure reports because the parties consider that the company has the ability to do so and will 
not be a burden on the company. 
5. Effect  Leverage to Carbon Emission Disclosure 
Based on the results of the test it can be concluded that Leverage has no effect on Carbon Emission 
Disclosure, these results are not in line with the results of previous studies by Hanifah (2017) and Ghazali 
(2015) which resulted in Leverage having a negative effect on carbon emissions disclosure. Another study 
from Jannah (2014) states that leverage has a positive effect on carbon emissions disclosure. 
 This result means that the size of the leverage level does not affect the reporting of information about 
the environment, especially carbon emissions in the annual report. Because there has been a good 
relationship between the company and creditors as stakeholders, which has resulted in creditors not paying 
too much attention to companies making environmental disclosures. So the results of this study are in line 
with Pratiwi's research (2017). 
 
E. CONCLUSIONS AND SUGGESTIONS 
Based on the results of research on the effect of PROPER, Media Exposure, and company characteristics (Company 
Size, Profitability, and Leverage) on Carbon Emission Disclosure, it can be concluded that not all variables studied 
have an effect on Carbon Emission Disclosure. PROPER, media exposure and profitability have a positive influence 
on carbon emission disclosure while firm size and leverage have no effect on carbon emission disclosure. 
In this study the sample used only by companies that become proper participants is expected in future 
studies to be able to use companies that have high carbon intensity so that they can see whether a high-carbon 
producer company gets a proper rating that is good or not that should make environmental disclosures regarding 
carbon emissions. because it has contributed a lot of carbon emissions to the atmosphere. And this study also has 
a value of R2 of 0.661 so there are still 34% more variables out of this study. It is expected that other studies can 
add other variables that can be used as independent variables in future studies. 
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